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18 September 1967

NOTE TO: DC/BSD

I have reviewed the attached proposed amendments
to the health benefits regulations and have no comments or
recommendations other than to state that one particular change
is welcomed by us, that being the change regarding coverage
of employees under cooperative work-study programs. When
this change becomes effective, the limit of 365 days of LWOP
coverage will not apply to them. (See page 7 of the changes;
page 2 of the explanations.) We have a couple of cases which
were about to exhaust their 365 days. This change now lifts
the ceiling for them.

STAT

Acting Chief, Insurance Branch
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UNI1!D STATES CIVIL SERVICE COMMISSION
BUREAU OF RETIREMENT AND INSURANCE IN REPLY PLEASE REFER TO
WASHINGTON, D.C. 20415

September 8, 1967

YOUR REFERENCE

STAT -

. President
Government Employees Health Assn., Inc.
Post Office Box 463
Washington, D. C.  200kk
| L

Deax]

Attached are copies of proposed amendments to the health benefits regu=
lations, with brief explanations. Most of the changes are editorial,

to clarify present provisions, to eliminate obsolete material, or to
reflect the codification of the health benefits act as 5 U,S.C,,

Chapter 89, Proposals which have substantive effect are identified in
the explanations-~of most significance is section 890.,301(1~1) which
would permit a person to change from high to low option at any time after
he becomes eligible for Medicare.

STAT

These amendments were published in the Federal Register on September 2,
1967 as proposed rule making. You have thirty days from that date to = - —
submit any comments, : —

It is expected that the effective date of the amendments adopted after
consideration of comments will be January 1, 1968, except the amendments .
to sections 890,301(1~1), 890.303(c), and 890.303(e) which would become
effective upon promulgation. We will assume you have no objection to the
earlier effective date for any of these three amendments {f you do not
.specifically object. :

Sincerely yours, A_jf

" Andrew E, Ruddock
Director

Enclosures

THE MERIT SYSTEM—A GOOD INVESTMENT IN GOOD GOVERNMENT
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K ks VMITED STATES CIVIL SFRVICE OOMMISSTON

‘ | (5 CFR PART 890)

FEDFRAL UMPLOYEES HEALTH BENEFITS PROGRAM
HOTICE OF PROPCBED RWLE MAKING

Notice s Lsreby givem that umder suthority of ssotion 3913 of
title 5, United States Code, it is proposed to ament Part 590 of
Zitle 5 of the Code of Federal Beguletions as bereinafier set forth.

The amendsents to sections §90.301(1-1), 890.303(c), amd
890.303(e) are propossd to bsaome effective upon publication in the
Yederal Register after expiration of this thirty-day wotice of pro-
posed rule meking. 7The other avendeents sre proposed to become effec-
tive on Jammry 1, 1968. |

Interosted persons may swbmit written emm, objections, or
suggestions to the United States Civil Service Commission, Burssu of
Retirement and Insurence, Washington, D. . 20415, within thirty dsye
of the date of publioation of this motice of propesed rule makimg in
the Federsl Begister, |
S Subparegraphs (1) and (8) of ceeuon 890.101(a) are proposed to
' E bo smended to resd as follows:
| § 590.101 Dafinitions; time compmtations.

(a) In this Mt

(1) Tormz defined by section 8901 of title 5, United States cmu,
have the mmtmt theare et forth.

e
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. .(8) "Pay poriod® meens the biweekly pay period established
‘pursusat o secticn 550k of title 5, United States Cods, for the
enployess to m that section applise, the mguigr pay period for
employecs not covered by thet section; and the poriod for which s simgle
installnent of snmuity is customerily pald for smmmitsmta.

* » & ' » »

Subparegrephs (1), (%), and (6) of mum 890.201(a) are proposed
o Yo m o read as follows:

$ 890.201 Jinisun stamisrds for beslth bowefita _plane.

(-)mmwmwmwmwmmumaMﬁ
Mu plan shalls

(1) Oonply with Ohspter 89 of t%itle S, United States Code, snd
this part, 83 snended from time 4¢ time.

| L & B J | _

(k) Provide for cotversion to a contzract for hoalth uﬁmu O
regalarly offered by the oarrier, or su oppropriste affiliste, for o |
group couversion purposes, which shall be guarsmieed rencwable, subject

~ $o such smenduents as spply to all comtracts of this class, axcept thst
| 1% may be canceled for frawd, over-inswranse, nx-.mw-m- of pariodie
 charges. A carrier shall perwit comversion within the time allowed by the
- Sewporery extemeicns of coverage provided under § 890.401 for each em-
-plw, spuitant, and mexber of famlily entitled tc couvert. When em

euploying office gives sn smployes written ch of his privilsge of
comversion, the sarrier shall permit comversion st awy time befure

-2 .
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(1) 15 days aftor the date of notice or (11) 75 days after his
eurollment 1s termineted, whichever is esrlier. When §he Comalssiocam |
requests 8n extension of time for comwersicn bscsuse of delayed deter-
ninetion of ineligibility for immediste snmuity, the carrier shell per-
uit converaion until the dete specified by the Commigaion in its
request for extemsaivn. Om convereiom, the coptrsct decomes effective
os of the dlv following the last day of the tesporsry exteuaiom, and
the employee, anmmitant, or mmber of the faaily, ss the ciss may b,
shall pay the entire cost thereof directly to the carrier. The nown-
group contrect may wot deny or delay sny benefit covered by the comtract
for a person comverting from 8 plan spproved under this part except to
the extent that bepefite sre comtimusd under the health bunafits plan
from which he comverts. ” '

XX

(6) Provide a standard rate structure vhich conteins, for ssch
Mmmzmﬂmm,-ummmmw.

ane | |

Paregraph (b) of seation 890.201 1s propossd to be amsuded to read
as followss , .

(b) To be qualified to be spproved by the Commission, & health
bemefits plen shall nots

(1) Deny a covered pomabmﬁtmimwmpmmra
service perfomed on or after the sffoctive date of coveruge solely
beoause of & preexisting physical or meatal condition.

:.3-.
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(2) Roquire a waiting peried fur any covered person for bemefits
which 1% provides. | |

(3) Have more tham two options.

(L) Bave #n initistion, service, enrvllaent, or other fee or charge

" in sdditien to the Tete charged for the plan, sxcept that a comprahensive
medical plan nay imposs an additicmel charge %¢ be pald directly by the
ewployes or mumitant for certain medical supplies and ssrvicéa,, if dhe
suppliss sud services on viich edditicaal charges ars iaposed sre clerly
set forth in advencs and are spplicabls %0 all employess amd smmitants.
This subparagraph does met spply to charges for membership in esployes
mmnum sponsoring or underwriting plans.

(5) ssbperagrephs (1) and (2) of this parsgraph do wot preclude
& plan offering bemafits for demtietry or eﬁws surgery, or both,

- ladted to conditions arising after the effective date of coverage,

{6) subparagrephs (1) snd (2) of this persgreph do met Mexm &
plan, with the approval of the Cemmission, from liniting bemefite for
services performed for & persen who, on the effective date of emrollweat

- or ehange of emrollwent, 1s confined im & hospital or other imstitution
80 long 8 the person is coutimeusly oenfined therein. In the previcus
sontence, the term, Gomtimucusly confined” mesms one or morh periods of
coafimmment vithout 8 bresk of )1 comsscutive days between aotusl com-
finsmouts except thet & carrier, by agreement vith the Comeission, may
provide that a shorder break tarmimetes a contimmous comfinement. How-
over, bensfite for & person hospitalised on the effective date of anrcll-
nout my not be 1imiteds
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(1) If the enrollesat or change is because of discontiwssuce of
his former heslth bemefits plam, in whole or in pars, or

(11) If the changs of onrollmest is pursusnt %o an order of ihe
Buresu of Retiroment and Insursuse, or

(114) If AM services are provided for injuries suffered {n an
mm»m,»zorummnmmwmw,
after the date &x emplaywe's or axmsitent's sxploying office recsived
8 regietration 4o change the covering eurcllwent from come plaw or eptiea
%o ancther. o -

mmmwu«mamnmu»
smended %0 resd as followss '

QMMMMIwMQMgm

The carrisr of sn approved health bemefite plen wust nest the
requirenouts of Chapter 89 .f title 5, United States Code, and the
following requiremeniss '

R L 4 o » ' - ‘ . J

Seotion 590,301 iz propoped o be amended by revoking subperagraph
(aX(2) asd by iutroducing a mmsb (1<1) betwesn paragrephs (1)
aud () to resd as followss

o - S » »
{1-1) On besoming el ) for bonefits usder Title .

m. . Anmlmwlmterawmmm,

-ﬁwmammnﬁqﬁewmwmmﬁr

-5
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w w
bmwﬁ%m under Title XVIII of the Social Security Act, to change his
‘surollmout from high option to low option within the same plan.
# B * . »

Paragraphs (c) and (e) of section 890.303 are prepond be

' mmﬁodtomdufonmu

§ 890.303 Gontimstion of enrollment.

» . 2 % » | %*.

() On death. The emrollmest of & deceased employes or snmuitant
whe is enrclled for self and family is transferred mmuaaily to his
eligible survivor smmitants. The omnmut is considered to be that |
of %84 survivor anmitant frow vhose anmity all or the greatest portion
of the withholding for health benefiss is made. It covers nenbers of
the family of the decessed employes or ammitant. A spouse whe
, rmm.ubcfmamiulguoéoum;m:*otmtmilyettho
. deceased anplcyn or. amuu.

-

» L L * *
(o) In nonpay status.

(1) Except as provided in section L06(b), (o) of Public Law 89-50k
| in regard to an exployes on lesve without pay $o serve as & full-time
officer or employes of an employes organisation, the emrollment of an

“employee coutinmues withaut cost to the employes while he is in nonpey
stafuy for up to 3‘5 dafs, Toe 365 days' nonpay status may be combin-
uous or broken by pericds of leas then b consecutive months in pay
status. If an employee hos at least L consecutive momths in pey status

-6~
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efter a poriod of nompay status he 1s entitled to begie the 365 doys’
contimmation of emrollmomt apew. PFor the purpeoses of this mph,

b conssoutive wonths in pay status mesns awy L-monmth period durimg which
Whe wmployes is ik pay status for at least pert of each pay period.

(2) Bowever, in the case of an enployee havigg a career-conditiownl

ik, or sppoimted under Scheduls B of Part 213 of this

shapter, whe is employed under a cocperaiive work-study progrum of st
luatmm'smawmm&hwlwwhummw
during not less $hom cne-Ahird of the Sotal time required for cempletion
. of the pregran, his carollment cowtimes without c«t‘te hin whide he
is in noupay status so lowg as he 1o perticipsting in &be progres.

® Q> » - _ »
mw {a) of ssctien 850.306 s pmpond 40 be maked;
® * - _ » : »

Farsgraph (o) of section 890.503 1s proposed to be amended by
Smending cubparagraphe (2) and (3) and adding subparsgraph (L) to resd
a3 followss | |

§ 390.503 Ressrves.

® » e @ _ »

(c)(1) wwe

(2) Excopt as provided by subpsragrephs (3) amd (L) of this pare-
mﬁ,%mwefmmanmtwld,mwmwnnm '
rsmohembyumiortwmmnmwhntmmtmﬂ
of the last five mombhs’ mﬂmmwamrmmmum

'7%

|

e
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. " emrrisr for the plan, the carrier i emtitled $o paymsnt frem the
coutingency regerve of the lesser ofs  An smount equal %o the
differvace betweon the total of the last five momths' subscription
charges paid from the fund to the carrier for m plan awd the total
of e ruserves held by the carrier for the plas, or am asount sgual
2 the excoss, Af amy, of the combimgency reserve cver the preferred
sinlonss balanse. msmaammmma payaent after
receipt of the accousting repert for the comtrach perisd. The csrrier
shall credis the amoust so pedd 4o the specisl reserve for the plen.
(3) If more than £1£ty perosnt of the emrolless in & carrier'e
~ exparience-rated plan are stetioned st posts of duty ewbeide the Uaited
States, its poosessions, and the Comwomwenlth of Pucrte Rico, vhem the
speciel reserve leld by the carrier for the plan et the end of & cop-
MMM&M%MM&WM&?.&M”&%W
mmammwmmmwmmmwrwmpum the
carrier is entitled 4o paymemt from the comtingemcy reserve of the
lesser ofs An amcunt squal to the difforemce betwuen one/sirth of the
. Mm'umw%mm&rmmmmm“mﬁw
the plan smd the total of the special reserve hold by the cerrier for
mmgwmmmwmtm, if smy, of the comingency
mwmmmmmmlm; he Comuission shall
suthorize this payment aftor recsipt of She sccount repurt for 4he
contruct poricd. The cerrier shall oredit m snowst 5o padd teo m

wm. raserve fear %9w plsa.
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< (k) e Commission mey, by agreeneat with the c@w, approvs
commnity rating for a group-practice plas. If the comtingency reserve
of the carrier ¢f a cowmmity rated plan axcecds the preferved mintwn
belance, the carrier may request the Commiseiem %0 pay 8 portionm of the
Teserve pob greater than the excess of the contingemsy reserve ovar
the preferred minimun balance. The cerrier sball state the resson for
the request. The Comalssion will decide whether to allus the request |
in vhole or in part mvinmiaem Plan of itx dwid&a.
URIZED STATES CIVIL SERAVICE COMMIESTON.

Execulive Aspistant ¢ the
Comalssioners
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EXPLANATIONS

890.101(a)(1) and (8). The Federal Employees Health Benefits Act
is currently codified without substantive change as 5 U.S.C.,
Chapter 89. References to its statutory provisions have been

changed in subparagraphs(l) and (8) to reflect the codification.

890.201(a). Subparagraph (1) -- to reflect codification of Health
Benefits Act, (4) and (6) -- editorial changes for purposes of

clarification.
890.201(b). Editorial changes for purposes of clarification.
890,202. To reflect codification of Health\Benefits Act.

890.301. Paragraph (d)(2) -- to eliminate obsolete reference.

Paragraph (1-1) -- Because health benefits plans limit their benefits
where a subscriber is also entitled to Medicare benefits, there is
little, if any, advantage in being enrclled in the high, rather than the
low, option. By allowing an enrollee to change his enrollment from

a high option to a low option in the same plan when he or his spouse
becomes eligible for Medicare, the enrollee is given an opportunity to
reduce thé cost ofbhis health benefits protection in cases where he or

his spouse is entitled to benefits under both programs.

890,303(c). Public Law 89-504, approved July 18, 1966, amended the

retirement law to provide for continuation of survivor annuity to
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certain widows and widowers upon their remarriage after age 60. The
proposed amendment recognizes that these persons'continue, in effect,
to be members of the family of the deceased employee or annuitant and
permits continuation of their health benefits enrollment when annuity

. continues.

890,303(e)(2). Thé introduction of the limitation on coverage while

in non-pay status requiring return to pay status for four months before
a new 365-day period of eligibility began was intended to prevent
repeated coverage for up to 365 days in non-pay status with only mini- }é&:
mal ;mploymeﬁt. At the time the change was introduced its effect on
cooperative Qotk-study student trainees was considered. On the basis

of the information available as to the variety of éatterns of work and
study periods, it was believed that cooperative work-study student
trainees would ordinarily be in a work status for four months or more
often enough to prevent exhaustion of their non-pay coverage while in

a study status. However, we have learned from agencies that there is

a growing trend toward a pattern of three months' work and three

months' stﬁdy in cooperative work-study programs. Under tﬁése programs
and our current regulations, entitlement to coverage in non-pay status
will be exhausted in two years, while work-study programs ordinarily
last three to five years. The proposed amendment is intended to protect
these student-trainees, who usually are in work status fifty percent

of the time, without Affording extended coverage to seasonal employees

working less than half the time.
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890.306. To eliminate obsolete material.

890.503. Subparagraph (c)(2) -- this change reflects the changes

in subparagraphs (c}(3) and (c)(4).

Subparagraph (¢)(3) -- Subparagraph (c¢)(2) provides for payment from
the contingency reserve to the carrier funds in excess of a preferred
minimum balance when and to the extent that the total of all reserves

held by the carrier is less than 5 months' subscription charges.

Ordinarily the average lag between theAtime a covered medical expénse
is incurred and the time a claim for the ekpense is paid is about 3
months and therefore a plan's usual accrued claims reserve is approxi-
mately 3 months' premiun. We consider 2 months' premium to be a
érudent objective of the special reserve -- hence, the standard of

"5 months' premiuﬁ" for determining #hen payments should be made from

the plan's contingency reserve.

One plan presents a special problem because a majoriti of 1ts enrollees
are overseas and therefore its claims lag is substantially greater than
that of other plans. This plan has had to set aside in its accrued
‘claims reéerve aldne. an amount in excess of 5 months' premiums. As a
resﬁlt, the plan cannot be paid from its contingency reserve unless it
has a deficit in the special reserve sufficient to bring the combined

: reserves'beiow the 5 months' premiums. Despite the fact that this

plan has had operating losses during the last two contract periods, we
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4
cannot, undef the present regulation, pay over to the plan funds
otherwise available in the contingency reserve that are intended to

be used to defray premium increases.

The proposed amendment is a solution to this dilema. It preserves
the concept of 2 months' premium as a prudent objective of the
special reserve but recognizes the need for the plan to set aside more

than 3 months' premium as a reserve for accrued claims.
P

Subparagraph (c)(4) -- The proposed amendment permits those group-
practice plans who wish to do so to be experience-rated, rather than

community-rated.
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